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(4) Surface reclamation; 
(5) All environmental remediation or 

restoration required by law, regula-
tions, lease terms, or conditions of ap-
proval; and 

(6) Other requirements related to 
unit operations. 

(c) Your liability for royalty and 
other payments on the unit is limited 
by section 102(a) of the Federal Oil and 
Gas Royalty Management Act of 1982, 
as amended (30 U.S.C. 1712(a)).

§ 3137.64 As a unit operator, what 
must I do to prevent or compensate 
for drainage? 

You must prevent uncompensated 
drainage of oil and gas from unit land 
by wells on land not subject to the unit 
agreement. Permissible means of satis-
fying the obligation include— 

(a) Drilling a protective well if it is 
economically feasible. For this sub-
part, economically feasible means pro-
ducing a sufficient quantity of oil or 
gas from a protective well in the unit 
for a reasonable profit above the cost 
of drilling, completing and operating 
the protective well; 

(b) Paying compensatory royalty; 
(c) Forming other agreements, or 

modifying existing agreements, that 
allow the tracts committed to the unit 
agreement to share in production after 
the effective date of the new or modi-
fied agreement; or 

(d) BLM may require additional 
measures to prevent uncompensated 
drainage.

DEVELOPMENT REQUIREMENTS

§ 3137.70 What must I do to meet ini-
tial development obligations? 

(a) To meet initial development obli-
gations by the time specified in your 
unit agreement you must— 

(1) Drill the required test well(s) to 
the primary target; 

(2) Drill at least one well that meets 
the productivity criteria (see § 3137.82 of 
this subpart); or 

(3) Establish, to BLM’s satisfaction, 
that further drilling to meet the pro-
ductivity criteria is unwarranted or 
impracticable. 

(b) You must certify to BLM that 
you met initial development obliga-
tions no later than 60 calendar days 
after meeting the obligations. BLM 

may require you to supply documenta-
tion that supports your certification.

§ 3137.71 What must I do to meet con-
tinuing development obligations? 

(a) Once you meet initial develop-
ment obligations, you must perform 
additional development. Work you did 
before meeting initial development ob-
ligations is not continuing develop-
ment. Continuing development in-
cludes the following operations— 

(1) Drilling, testing, or completing 
additional wells to the primary target 
or other unit formations; 

(2) Drilling or completing additional 
wells that establish production of oil 
and gas; 

(3) Recompleting wells or other oper-
ations that establish new unit produc-
tion; or 

(4) Drilling existing wells to a deeper 
target. 

(b) No later than 90 calendar days 
after meeting initial development obli-
gations, submit to BLM a plan that de-
scribes how you will meet continuing 
development obligations. You must 
submit to BLM updated continuing ob-
ligation plans as soon as you determine 
that, for whatever reason, the plan 
needs amending. 

(1) If you have drilled a well that 
meets the productivity criteria, your 
plan must describe the activities to 
fully develop the oil and gas field. 

(2) If you fulfilled your initial devel-
opment obligations, but did not estab-
lish a well that meets the productivity 
criteria, your plan must describe the 
further actual or constructive drilling 
operations you will conduct.

§ 3137.72 What if reasons beyond my 
control prevent me from meeting 
the initial or a continuing develop-
ment obligation by the time the 
unit agreement specifies? 

(a) If reasons beyond your control 
prevent you from meeting the initial or 
a continuing development obligation 
by the time specified in the unit agree-
ment, you may apply to BLM for an ex-
tension of time for meeting those obli-
gations. You must submit the request 
for an extension of time before the date 
the obligation is due to be met. In the 
application-

(1) State the obligation for which you 
are requesting an extension; 
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(2) List the reasons beyond your con-
trol that prevent you from performing 
the obligation; and 

(3) State when you expect the reasons 
beyond your control to terminate. 

(b) BLM will grant an extension of 
time to meet initial or continuing de-
velopment obligations if we determine 
that-

(1) The extension encourages the 
greatest ultimate recovery of oil or gas 
or it is in the interest of conservation; 
and 

(2) The reasons beyond your control 
prevent you from performing the ini-
tial or a continuing development obli-
gation. 

(c) The extension of time for per-
forming the initial or a continuing de-
velopment obligation will continue for 
so long as the conditions giving rise to 
the extension continue to exist.

§ 3137.73 What will BLM do after I sub-
mit a plan to meet continuing de-
velopment obligations? 

Within 30 calendar days after receiv-
ing your proposed plan, BLM will no-
tify you in writing that we— 

(a) Approved your plan; 
(b) Rejected your plan and explain 

why. This will include an explanation 
of how you should correct the plan to 
come into compliance; or 

(c) Have not acted on the plan, ex-
plaining the reasons and when you can 
expect a final response.

§ 3137.74 What must I do after BLM ap-
proves my continuing development 
obligations plan? 

No later than 90 calendar days after 
BLM’s approval of your plan submitted 
under 3137.71(b), you must certify to 
BLM that you started operations to 
fulfill your continuing development ob-
ligations. BLM may require you to— 

(a) Supply documentation to support 
your certification; and 

(b) Submit periodic reports that dem-
onstrate continuing development.

§ 3137.75 May I perform additional de-
velopment outside established par-
ticipating areas to fulfill continuing 
development obligations? 

You may perform additional develop-
ment either within or outside a partici-
pating area, depending on the terms of 
the unit agreement.

§ 3137.76 What happens if I do not 
meet a continuing development ob-
ligation? 

(a) After you establish a partici-
pating area, if you do not meet a con-
tinuing development obligation and 
BLM has not granted you an extension 
of time to meet the obligation, the unit 
contracts. This means that— 

(1) All areas within the unit that do 
not have participating areas estab-
lished are eliminated from the unit. 
Any eliminated areas are subject to 
their original lease terms; and 

(2) Only established participating 
areas, whether they are actually pro-
ducing or not, remain in the unit. 

(b) Units contract effective the first 
day of the month after the date on 
which the unit agreement required the 
continuing development obligations to 
begin. 

(c) If you do not meet a continuing 
development obligation before you es-
tablish a participating area, the unit 
terminates (see § 3137.132 of this sub-
part).

PARTICIPATING AREAS

§ 3137.80 What are participating areas 
and how do they relate to the unit 
agreement? 

(a) Participating areas are those 
committed tracts or portions of those 
committed tracts within the unit area 
that contain a well meeting the pro-
ductivity criteria specified in the unit 
agreement. 

(b) You must include the proposed 
participating area size in the unit 
agreement for planning purposes and to 
aid in the mitigation of reasonably 
foreseeable and significantly adverse 
effects on NPR–A surface resources. 
The unit agreement must define the 
proposed participating areas. Your pro-
posed participating area may be lim-
ited to separate producible intervals or 
areas. 

(c) At the time you meet the produc-
tivity criteria discussed in § 3137.82 of 
this subpart, you must delineate those 
participating areas.

§ 3137.81 What is the function of a par-
ticipating area? 

(a) The function of a participating 
area is to allocate production to each 
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